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The Amphion Group Limited
DIRFCTORS ' RLPORT

The Ircctors present ther Annual Repon on the affurs of The Amphion Group Lamuced  (hereafter "the Compamy™), together with the
accounts and the audstors' report for the 10 months ended 31 December 2006

PRINCIPAL ACTIVITIES
The panapal actnaty of the Compamy 15 as an miestment holding company, as well as the rmsing of funds and the provision of loms and othec
financing nctivies to compames within the group

REVIEW OF BUSINESS DEVELOPMENTS

Financial Results

The Company was wcorporated on 22nd December 2005 and commenced trading on 1 March 2006 Dunng the first ten menths of operations,
it recened dividends of £588,700 from s wholly-owned subsidary, Adam Sruth Internawonal Limied Results have been m lme with management
wxpectanons, and reflect posiinve performance for a busiaess of the Company's size and compleary

Future developments
The Company 15 opumistic about s future prospects and cxpects to enhance dividend income lerels in the short to medium term

Risk Management

Rish management « an mmporragt osue to the Company lhe Board s responsible for the Company's system of nternal controls and for
reviewing their effectneness  However such a system can only manage rither than ebmunate nsh and prowide ceasonable but no: absolute
assurince  aganst risstitement or loss  ‘The Company carefully manages :ts debtors and cash balances, which u sees as a hey dmer to
sUCCESS

I'he Company's sole chent 13 Adam bmith Internaticnal Lamited Tt as cherefore dependent upon the contunued suecess of ths business

Purchase of own shares
Dunng the finmeal penod the Company purchased 54,000 of it own ordinary shares from a former c¢mployee  These shares had 2 noounal
salue of f1 each, representing 18% of the sssued share ¢aptal of the Company at that wme These shues were purchwed for an aggregate
consideraton of £54,000

People
Our success depends largely on the quality of our people We conunue to stnve to recrut retmn and develop the best people  Irmning and
development 15 1 pnonty within the Company We carey out annual apprusals from which a detmled saff devclopment plan 15 produced

In order to attract and retun the best people to the Company, we have i placc a number of measures including equal opportumties, a
structured  bonus scheme, and an emplojee share opnon scheme  These are all hnked to hey performance indicators and 2 formal inducuon
process

EVENTS SINCE THE END OF THE YEAR

The directors, hasng been noufied of the cessation of the partnership hnown as Baher Tuly, cesobved that Baker Tilly UK Audit LLP be
apponted a5 successor auditor with effect from 1 Apnl 2007, in accordance with the provsions of the Companies Act 1989, Secton 26(5)
Baker Lidly UK Audit 1T P has indicated s wallingness to centinue 1n office

FINANCIAL INSTRUMENTS DISCLOSURES

IThe Company has an onverdeaft facility with Allied [nsh Bank ple (Cuy Bewnch) A morigage debenture ewasts gnang the bank a floatng charge
over the assets of the Company as secung for the overdraft and loan facibites provided to the Company n rdavon to the acqusiion of Al of
the ssued shace capieal of Adam South Internanonal Limited These facihties are ceviewed annually alongside the business plns and budgets
for the forthcomung year

T'he Company does not enter into any other finanaal mstruments bar short term ¢reditors and debtors on normal commeraal terms
RESULTS AND DIVIDENDS
The Company did not gencrate any tumover dunng the financial penod under review, and reabsed operaung losses of £236,8% Proofit on

ordinary acmaties before taxanon was £86,393

As it 15 the Company's first penod of operanens, the directors do not propose to pay 4 disidend 1n relabion 1o the current financial peniod




The Amphion Group Limited
DIRLCTORS' RILPORT (contnued)

DIRECTORS
The directors in office dunng the financiil peanod under tesiew were as follows

Mr R A Usher (Churman 1nd Mangng Dhrecior)
Mr PYoung

Mr W S Mornson

Mr A D Ros

Mr R Terry (Non-executive)

Mr R Siee (Non-executas €)

DIRECTORS' INTERESTS IN SHARES
At 31 December 2006, the directors' interests i the shares of the Campany, including famuly mterests,
were as follows

Mr R A Usher
Mr P Young

Mr W5 Mornison
Mr A D Ros

Mr R lerey

Mt R Slee

In addition Mr P Young 1s 1 benefictary of the deferred loan note repayment dependent on future eammgs referred 1o 1 rote 11

STATEMENT AS TO DISCLOSURE OF INFORMATION TOQ AUDITORS

Date of appomntment

22 December 2005

22 December 2005

22 December 2005

14 September 2006

22 December 2005
6 June 2006

Ordinary shares of £1 each

2006 2005

21,000
45,000
60,000
12,000

The directors who were o office on the date of approval of these financial statements have confirmed, as far as they are aware, that there 1

no

rlevant audit mformanon of which the audiors are unaware [ach of the directors have confirmed that they have mhen ali the steps thut they

ought o hae tahen a3 directors 1n order to make themsches aware of any relevant audit mformaben and o estiblish thut 15 has been

communicated to the anditor

AUDITORS

A resolution to reappomt Baker Lilly UK Audit § 1P, Chartered Accountants, as auditors will be put to the members at the Anaual Generd Mectung

3 Albert | mbanhment By order of the Board
London
SBLTSP
United Kingdom
{regstered office)

R A Usher /
Chasrman and Managing irector
- < *

Date




The Amphion Group Limited
DIRLCTORS RESPONSIBI T HS IN 1 PREPARATION
OF FINANCIAL STAFEMEN IS

The directors are responsible for prepanng the Annual Report and the financial statements w accordance with applheable s and  United
Kugdom Generally Accepted Accounung Practice

Company ime requres the directors to prepare financul statements for each financl sear which gne 2 true and fur view of the state of affurs
of the Company and of the profit or loss of the Company for that penod In prepanng thost financial statements, the dircctors are required to

L select switable accountng pobcics and then apply them consistendy,

b make judgements and cstrmates that are reasonable and prudent, and

c prepare the financal statements on the gomg concern basss unless it 1s appropnate fo presume that the Compan) will continue 1n
business

The directors are responsible for heeping proper accountng reconds which disclose with reasonable zccuracy at any tme the fnancal  posiion
of the Company and entble them to ensurc that the financal stytements comply wuh the Compames Act 1985 They e alse wsponsible for
safeguarding  the assuts of the Compiny nd hence for tiking rumsenible swps for the prevention and  deteenon of fravd wnd  other

wregalintes




INDEPENDENT AUDITORS REFPORL TO [Hiy MEMBIsRS OF THI- AMPEHION GROUP [IMIL LD

We have audited the financral statements of The Amphion Group Limuted for the year ended 31 December 2006, compnsing the Profit and Loss
Account, the Balance 5Sheet the Cash Flow Starement, and the rdated Notes numbered 1 to 17  These financial statements have been
prepared under the accounting policies set cut theren

This report s made solely o the Company's members, as a body, m accordance with becwon 235 of the Compames Act 1985 Cur audit work
has been undemalen so that we mught state to the Company's members those matiess we are requred 10 state to them wn an auditors” repon
and for no other purposc To the fullest extent permunted by law, we do not accept or assume responsibility to anyone other than the Company
and the Comprny's members as a body, for our audit worh, for this report, or for the opuions we have formed

Respectve responsibilities of directors and auditors

The dircctors’ responsibiites for prepanng the Annual Report and ihe finincead stwements i accordance wih apphetble law  and  Unated
Kingdom Accounang Standards (Umited Kingdom Generally Accepred  Accountng  Pracuce) are set out i the Statement of [irectors’
Responsibiines

Our responsibility 13 to audit the financial stiements m accordance with selevant legal and regulitery requiraments nd  Taternavonnl Stindards
on Auditng (UK and Ireland)

We report to you our opmmon as to whether the finaneal statements gnve a true and far view and are propedy prepared i accordwce with the
Compames Act 1985 We also repert to you whether, i our opmion, the mformaton given i the Directors’ Report s consistent with the financel
statements  In addiion, we report 10 you af, i our opmon, the Company has not hopr proper accounting records, if we hwe not recesned all the
mformavon and  ewplanatons we requre for our auds, or if informanon speafied by law  regarding directors’ remuneration  and  other
transactions ts not disclosed

We read the Directors' Ruport and consuer the mnplicnons for our report if we become aware of any apparont misstatements within e

Basis of audit opiion

We conducted our udit i accordance with Intermationnl Standards on Auding (UK and leddnd) ssued by the Audiing Prictces Board  An
audit wmcludes evamination, on a test basis, of evidence relevant to the amounts and disclosures m the fingnoil starements It also includes an
asscssment of the significant <stimates and  judgements made by the dircctors 1 the preparation of the fBnancal statements, and of whether
the accounting policies are appropaate to the Company's circumstances consistently apphed and adequately disclosed

We planned 1nd performed our audit so as to obtan all the formaton and explnavons which we considered necessary n order to provde us
with sufficient evidence to give reasonable assurence that the fnancial statements are free from mateoal  musstatement  wherther caused by
frand or other uregulanty or error In forming our opmion we also evaluated the overall adequacy of the preseomuon of wformauon i the
financial statements

Opinion
In cur opion
- the finanenl stitements gve 4 tawe and  far view, i accordance with Umted Kingdom  Generally Accepted  Accounting  Practce  of
the staie of the Company’s affurs ar 31 December 2006 and of ns profit for the 10 moath penod then ended and have been propedy
prepared n accordance with the Compames Act 1985, and
- the mformanen given w the Directors’ Report 13 consistent with the financial statements

Q™ \ALC&&&

BMCER THILLY UK AUDIT LLP
Regstered Auditor

Chartered Accountants

1st Floor

46 Clarendon Road

Watfard

Herts

WDI17 1))

507y




The Amphion Group Lamited
PROFIE AND T OS5 ACCOUN|
for the 10 months ended 31 December 2006

Noter 2006

L

TURNOVIIR 1 -
Cost of sales -
GROSS PROFIL -
Admunssteatton costs 2 236,890

OPERA IING LOSS (236,590}
Income from shares in group undertahings 3 588,700
351,810
Interest payable and sumalar charges 4 265,417
PROFI1 ON ORDINARY ACTIVITIES BEFORL JAMVATION 86,303
lananon 7 -
PROI 1 ON ORDINARY ACIIVIIIES AFTER 1ANATION 86,393

The operating doss for the period anses from the Company’s conunung operations

No scpwaw Satemeat of lotal Recognsed Guns and Losses has been presentied as all such guns 1nd losses hwe been dealt with o the
Profit wnd Loss Account.




The Amphion Group Limited
BALANCL SH:k 1
31 Decumber 2006

Noles 2006
£
FINLIY ASSETS
Inyestment 11 subsidianies 8 10 187,497
CURRENI1 ASSETS
Cash at banh and 1n hand 9 88 977
88,977
CREDITORS Amounts falling due wuhin one year 10 5,111,311
NEI CURRENT 1 IABII TLIES 5,022,334
TOTAL ASSETS I ESS CURRENT [ IABIIITTES 5,165,163
CREBIORS Amounts flling due aftcr one year 11 4 820,770
NET ASSETS 344,593
CAPIIALI AND RESERVES
Called up share capatal 12 258,000
Other reserves 13 54,000
Profit and loss 1ccount 13 32,393
SHAREIO! DERS FUNDS 14 344393

I'he financial statements on pages 6 1o 13 were approved by the board of dwectors and authonsed for wssue on ;G'Q'd? and signed on s
behalf by

Mr WS Morison
Director




The Amphion Group Limited
CASHFTOWSTATRMENI
for the 10 months ended 31 December 2006

Nofes 2006
£
NET CASH INFLOW FROM OPERATING ACTTVITIES 15 4,874,421
RETURNS ON INVESTMENTS AND SERVICING OF FINANCE
D dends recened 588,700
Interest pawd 4 (265,417)
Net ¢ash inflow for returns on m estments and servicmg of finnce 323,283
TAXATION -
CAPITAL EXPENDITURE AND FINANCIAL INVESTMENT
Purchase of fixed asset iy estments 8 (10,187,497
Net cash outflow from ¢apiial expenditure and financial investment {10 187,497}
Net cash outflow before financing (4,989,793}
FINANCING
AIB Bank loans raused 1 3,000,000
AlB Bank loans repad 11 (400,000)
Shareholder loans rased 11 2,220,770
Issue of ordinary share capual 12 312,000
Redempton of ordmary share capital 12 {54,000
5,078,770
Incrense in cash in the 10 month period 88,977




The Amphion Group Lamited
ACCOUNITING POIICILES

BASIS OF ACCOUNTING
I'he accounts have been prepared under the histoneal cost convention

GROUP ACCOUNTS

3 The 1ccounts present mformzton abour the mdwidual undertahing and ot sbout s group The Company and s subsudiary undertahangs
comprise a mediem-sized group The Company has therefore tahen wdvintage of the exempuons provided by Sccmon 248 of the Companies
Act 1983 not to prepace group accounts

GOING-CONCERN

The Company has met s day 1o day working capimal requirements through a lown from ws subsidiry underaking, Adum Smuth Internanonal
Limsted which s repayable on dumand Conunued support will be recened from the subsidary underahng, and so the dwrectors consider 1t
appropnate o prepare the financal statements on the gong-concern basss

FINANCE COSTS
Itnance costs include all mnteres: charges and professional fues incurred m casing finance

BORROWING COSTS
Borrowing costs arc recognised an the profit and loss statement m the penod 1 which they are incurred

INVESTMENT 1IN SUBSIDIARIES
The Company's mvestment 10 subsidines are held st cost or provided agmnst where the net worth of the mvestment falls below this balnee
The considerauon pad for the vestment 18 conungent upon fumre carngs  Anbcpated future carmings are assessed anmually and where

necessary the cost of the iy estment s adjusted through the balance sheer

DEFERRED TAXATION

Deferred tax anses as a result of cluding ttems of income and expenditure 10 taxiwon computations i penods different from those 1 which
they e mncluded m the company's accounts Deferred tix o provided o full on wming diffcrences which result i an oblgaton to pay more,
or less, tax at a future date, at the merge tax rates that are expected to apply when the ummng differences reverse, based on current tas rates and
faws I'he deferred tax balance has not been discounted

EMPLOYEE SHARE OPTION SCHEME
The value of the share options ssued to employees of the group are assessed annually with adjustments tahen to profit and loss




The Amphion Group Limited
NOLES 1O [HEF FINANCIALS LALLM NS
for the 10 months ended 31 December 2006

1

SEGMENTAL ANALYSIS

Segmenial anilysis does not apply as o only has a single business acuviny

ADMINISTRATION COSTS

Administratn e expenses

INCOME FROM SHARES IN GROUP UNDERTAKINGS

Dividends reeerved from Adam Smith [nternational Lamited

INTEREST PAYABLE AND SIMILAR CHARGES

Interest and baok charges on Allied Insh Bank loan
Interest on sharcholder loan notes

PROFIT RDINARY ACTIVITIES BEFORE T, Tl

Profit on ordinary actisitics before taxabon 15 stated after charging
- Auditors” remuncranon

PLOY

2006

236,890

2006
L

260,892
4,525
265,417

Fhe Company has no employces, and only the fees of the non exccutne durcctoss are pad by the Company Al other executnve ducctors arc

remunerared through salanes which are pard for by the Company's w holly-owned subsidianes

DIRCCTORS' REMUNFRATION
Emoluments for quahifymg services
Company pension contnbunons 1o money purchase schemes

T TI

Domestc current penod tix
UK corporathon tax
Adjustment for prior years
Current tax charge

Bactors affecung the tax charge for the penod
Profit on ordinary actvities before taxation

Profit on ordnary activates before taxanon multplied by standard rate of UK corporation tax of 30 00%

Non deducable expenses
Income not taxable
Tax Josses surrendered to group companses

2006
£

19,506

19,506
2006
L

86,393

25918
62,966

(176 610)
87,726

-0 -




The Amphion Group Limited
NO1LES [O LHEHE FINANCIAL STATEMEN IS (continud)
for the 10 months ended 31 December 2006

10

o

INVESTMENTS IN SUBSIDIARIES

At beginnung of penod
Cost

Movements
Addiions Aeguistuon of Adam Smuth Incernational Lirmted

At end of penod
Cost

List group undertakings

Name Adam Smuth Intemnauonal Lunited A muth S Lamited*
Nature of Business Internatnnal des elnpmcm l:onsull:mq T'rovision of business servaices
Couatry of incorporation England 1nd Wales kngland and Wls
Descnption of shares Ordinary shares Ordinary shares
Ownership 100% 100%%
Profit after taxanon () 2613986 120 832
Capital and resenves (£} 6,744,262 120,833

2006

10,187,497

1,187,497

On 28 I'ebruary 2006, the Company ncqured alt of the issued share espurl of Adam South laternanonal Limited for 1 total conssderanon of

£10,977,041 Part of the conswderat:on was pad n cash and the remander deferred (sce note 11)

* Adam Smich Services Limated 1s classified as a subsidiary 14 shares are held by Adam Smuh Inteonanonal [ imated

ASH AT BANK DIN HAND
Other

1 March Cash non-csh 31 December

2006 flow changs 2006

L £ £ £

Net cash

Cash at bank and 1n hand - 38977 - BB 977

Nei funds - 88 977 - 88 977
CREDITORS Amounts falling due within one year 2006
£

[ mde crechtors 1,599
Corpomaton tax -
Allsext Insh Bank Loan 1,000,000
Sharcholder Loan Notes 1194212
Loans from subsiduanes 2,899,025
Accrunls 16,475

5,111,311

-11-




The Amphion Group Limited
NOI1ES 1O I FINANCIAL S1ATEMENITS (contnued)
for the 10 manths ended 31 December 2006

i

CREDITQORS Amoumis falling due after one year
Alled Insh Shareholder

Banh Loan Loan Notes lotal

£ £ £

1 March 2006 - - -
Addons to fund acquisiion of Adam Smuth Enternanonal Lamuted 4 000,000 4,204,526 8,204 526
Additions to fund operatons - - -
Repayments (400,000) - (400,000)
Transfer o amounts flling due within one year (1,000,000) {1,194,212) {2194.212)
Loan revaluation - (789,544) (784.544)
31 December 2006 2,600,000 2,220,770 4,820,770

On 28 February 2006 the Company toch out a term lom from the AIB Group (UK) plc v the amount of f4 mullon beanng nterest at the
bank's base rate plus a mangin of 1 75% per annum and repayable over a5 year peniod with quartedy repayments of £200,000

In addwon, the bank has provided the Company with an overdraft facility of £750,000 beanng wierest ot the bank's base ruwe plus a margn of
175% per anaum and repmable on demand and subject to annual review At 31 December 2006 the Company had not used any of this facibay

T'he bank h1s a mortgage debenrure dated 28 | ebruary 2006 pros iding secunty over all the Company's and s subsidianes’ assets

On 28 lebruary 2006 the Company agreed 1o ssue, as part of the consdesanon for the acqusiwon of all of the ssued share capual of Adam
Sruth Moternational Eamited, vanable eate loan notes to the former sharcholders of this company Lhere are two forms of lom notes (i) the
muumum deferred  earn-out loan notes, and (W) the sanable deferred earn-out loan notes The first fype of loan notes were issued on 28
Februwey 2006 and are redeemable between 2007 and 2010 The sccond type of loan notes will be sssucd annually 6 months after the wgning
of the Company's accounts for each of the years 2006 through 2009 lhese are repyable on the dite they arc wssued However, of they ace
not repzd unmediatcly they become interest-beanng at the AIB Group (UK} ple's base rate  Lhe notes are revalued annually with differences
tahen through the balance sheet 1he current year revaluation wsed a discount rite of 7 0%

Alled Iash Shareholder  Loans from

Bank Loan Loan Notes subsidinnes Total
Analvsts of repayments L £ £ L
Duen 1 yeur or less 1,000,000 1,194,212 2,899,025 5,093,237
[Jue after § year but not more than 2 yean 800,000 811,794 - 1,611,794
Due after 2 years but not more than 5 years 1,800,000 1,408,976 - 3,208,976
3,600,000 3,414,982 2,894,025 9,914,007
SHARE CAPITAL 2006
£
Authonsed
3,000 ordimary shares of £1 each 300,000
Allotted, sssued and fully pad
258,000 ordinany shares of £1 each 258,000

QOn 28 February 2006 the Company recened financial assstance amountng to £1,982,971 from Adam Smuh Internavonal Limited to acquare
all of the wsued share capital of Adam Smuth Intesnavonal wmted Dunng the remamder of the pened, the Company recerved further loans
amountng to £916,054 to fund 1ts operanons At 31 December 2006, the Company owes its subsidiary £2,899,025

The Company sssued 300,000 ordinary shartes of {1 cach on 28 February 2006

On 3 October 2006, the Company provided financal assistance of £54,000 to effect a buy-back of 54000 ordinry shues which wese
acqured from a former employee These shares were subsequently cancelled These shares had a nomnal salue of f1 each, and represented
18% of the ssucd share capatal of the Company a1 the ume of purchase

On 3 October 2006, the Company made a new issuc of 12 000 ordinary shares of £1 each to Mr A D Ros for a total conswleraton of £12,000

On 3 October 2006, the Company issued 42,000 shace options of [l each to emplovees as part of an employee share incentne scheme

Ihcse share options cin be excrased only f cher (1) the busmess 15 sold, (1) the busmess 15 Lsted, or () the scheme admumstrator
otherwise permuts it At present management believe that the likelbhood of any of these events occunng 1s remote

-12-
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The Amphion Group Limited

NOTES 1O THE FINANCIAL STATEMEN 1S (connnucd)
for the 10 months ¢nded 31 December 2006

13

14

15

TEMENT OF MOVEMENT R v
Capntal Profit and
redempuion loss
resenve account Total
L £ £
1 March 2006 - -
Purchase of own shares 54 000 (54,000) -
Reruned profit for the penod - 86,393 86,393
31 December 2006 54,000 312,193 86,393
I'he Company has not declared any divwdends dunng the current Anancial peniod
RECONCILIATION VEMENTS IN SHAREHOLDERS' FU 2006
£
Opemng sharcholders' funds -
Issuc of shares 300,000
Redempuon of shares (54 000)
Issuc of shares 12,000
Profit for the financial penod 86,393
Closing shareholders' funds 344,393
CASH FLOWS 2606
£
Reconciliaton of operaung profit to net cash inflow from operating activities
Opcrabng loss (236,890)
Incretse m greditors falling due within one year 5,111,311
Net cash inflow from operating 1ctnates 4,874,421
Reconciliation of net cash flow to movement in net debt
Increase i cash in the penod 88,977
Opuning net funds -
Closing net funds 88,977
P I MITMENT
I'he Company does not have any employees, and therefore there are no pension commuments
TED PARTY TRANSACTION.
The Company has borrowed funds from its subsidiary Adam Smuth Intcemoonal Lanited (see note 10}
On 3 Ociober 2006, the Company bought back shares in itsclf that were owned by a former emplosee of the Company (see note 12}
2006
£
Adtm Smith Internanonal Eamired
Dinvsdends recenved 588,700
Loans from subsidianes 2 899,025

Mr P Young s a benehcary of the shareholder loan notes that are dependent upon futire carmings referred to 10 note 11

-13-




